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As a nation, less than 250 years old, the humblest and
poorest in America have been able to lift up their heads and
face the future with confidence. Since the rise of the
common school movement, starting in the 1820s, the
majority of Americans have increasingly relied on
education as an integral part of this process of becoming.
The culture that evolved during the post-Civil War was
sanctioned by Darwin’s theories of natural selection and
perpetual mutability. It fit well into the American faith in
the doctrine of progress － where people could shape
themselves. Little indeed was considered fixed or static.
Here people could rise from their low station in life and
move in one generation from an unprivileged class to a
privileged class. The American style of capitalism that
emerged permitted the bold, adventurous and more
adaptable person to realize profits from the labor and sweat
of the working class. It is this unrestrained form of
capitalism that continued to enjoy some vogue in the later
decades of the nineteenth century and into the early
twentieth century, creating the bubble that led to the Great
Depression. It is the same free market system, the false
belief that the market can correct itself, which led to the
bubble bursting again, 75 years later－and the deepest
recession most living Americans have ever experienced.
Ordinary people, today, have to work two or more
jobs and spouses need two incomes to keep up with a
1960s standard of living, an era portrayed by TV’s popular

show Ozzie and Harriet and Father Knows Best. Back then,
it took a sociologist (like Riesman) or psychologist (like Dr.
Spock) to tell people what they were feeling. Now
commentators like Lou Dobbs, Brian Williams, and Katie
Couric report to Americans how they feel, how they
struggle to make ends meet, and, even worse, how our jobs
are being exported abroad (85 percent of our retail
purchases is now manufactured overseas), which in turn
compounds the imbalance of trade (cheap overseas labor
markets entering as goods on the U.S. market). Moreover,
the outsourcing of jobs is now affecting middle-class and
white-collar employment as such jobs increasingly include
the engines of the knowledge, technological, and digital
economy.
Out Sourcing of Middle-Class Jobs
It started with a company named IBM in 2005, when
it announced that it would shift 114,000 high-paying,
high-tech jobs (paying $75,000 or more) to India at salaries
about one-fifth of those in the United States and Western
Europe. Hewlett-Packard stated the same year it would lay
off nineteen thousand to twenty-five thousand employees
earning between $50,000 and $125,000, representing a
savings of $605 billion per year and build a new assembly
plant in India. The next year Dell announced it would
double the size of its software workforce in India to 20,000;
it is also expected to shift tens of thousands of additional
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jobs once it set up a new manufacturing site in the country.
By 2010, similar announcements had been made by
Cisco, Intel and Microsoft, the engines of the technological
future, which planned to double and triple their workforces
in India. Cisco and Intel each planned to invest more than
$1.1 billion in India, and Microsoft is investing $1.7 billion.
Apple, Boeing, Ford, G.M., and Motorola were right
behind these high- tech companies, opening up new
factories outside the United States, in China and the Asian
rim to save money. Even our old enemy Vietnam is on the
radar screen for billion-dollar investments by high-tech
firms such as Intel and Hewlett-Packard. Microsoft has
also opened up a software center in Canada because of
liberal immigration laws which make it easier to recruit
qualified people from around the globe.
Amid all this gloom, there are glimmers of hope that
U.S. industries are considering to bring back
manufacturing jobs to the U.S.－led by a $100 million
investment by Apple to produce some of its Mac
components and $1 billion investment by G.E. to build an
appliance assembly plant. Apple’s iPad and iPhone
products which amount to 70 percent of its sales continue
to be made in China, mostly at Foxcomm, the largest
factory in the world. Actually a $100 million for Apple is
like “a drop in the bucket,” but optimists feel it’s a start for
“reshoring” jobs after decades of shipping them overseas.
Although many reasons are given for “reshoring” jobs,
a primary factor is that the unions have lowered their
expectations, as have the labor force in the U.S. Salaries
and benefits for new factory workers are about half the
pre-1990 scale－a major factor for growing inequality
within the country. But it can be argued that the damage is
already done: So much of the manufacturing and high-tech
knowledge has been lost to Asia, not to overlook the
millions of jobs which have also disappeared. The bottom
line is that today most high-paying jobs in the U.S. are
created by high-tech, innovative companies, but they are
still being shipped overseas where stem workers are paid
25 percent of their American counterparts. Moreover, many
of the new, high-profile manufacturing jobs utilize robots
and thus displace workers; technology, today, is not limited
to only replacing unskilled labor, but now includes
replacing skilled workers.
The outsourcing of jobs is bound to worsen if
America's immigration policies are not softened. What we
need to be doing is increasing student visas and paste green
cards to science and engineering diplomas, so these
qualified people become part of our economy, rather than
losing them to another country and then having to compete
with them. The ripple effect of these investments in terms
of future science, research and technological jobs is
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estimated to create four times more the number of initial
jobs. In other words, jobs create other jobs, and science
and technology jobs have a fourfold impact in a growing
economy—and the impact continues to multiply so long as
there is a healthy growth pattern.
The fact is that nations are no longer able to isolate
themselves and pursue policies that are incompatible with
an increasing global market. The types of jobs and services
that generate economic wealth for nations are more mobile
than ever, based more on a broadband and Internet
connection than geography, and policies that shackle
international business hinder economic growth. With
globalization, the average U.S. worker is exposed to much
more competition and job insecurity. As the world becomes
more globally interconnected, jobs became more mobile.
Hence, the jobs at home that have become more plentiful
are for less educated, displaced, or part-time workers－
mostly low-paying jobs such as “hamburger helper” or
Wal-Mart hostess (also called a “greeter”), which on the
pay scale of one to ten (ten being the best) is a one or two.
This is the future for our children and grandchildren unless
we do something about it now.
The Global Village
According to Michael Mandel in Rational Exuberance,
globalization and technology are coming together and
creating the potential for future work and where we work.
Off shoring jobs, for example, means that knowledge/
information work can be broken into smaller tasks and
redistributed around the world. Someone in Bangalore or
San Paulo can do one aspect of the work, and someone in
Hong Kong or Helsinki can perform another part of the job.
Moreover, the internet has enhanced all means of
communication, creating “virtual worlds” and transforming
the place of work and the speed of innovation.
For global corporations, the trend is to avoid bodies
and offices in selected places like Silicon Valley or
Shanghai. The idea is to get workers to collaborate
instantly around the world. The typical hierarchical
organization, with layers of management, has shifted to
multiple sites, with an ever-shifting network of employees
who work on a team for a single project and who
communicate through e-mail and videocoms. Such
corporations now hire people from around the world and
then offer courses online to develop talent. People can
obviously be hired in any part of the world to do the same
work an American engineer or accountant can do－and for
considerably less than the American salary. President
Obama put it this way: “A child born in Dallas is now
competing with a child born in New Delhi.”
The “gathering storm” or economic demise of
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American innovation and knowledge is gaining momentum.
American students are unable to compete on international
tests in science and math, U.S science and engineering
enrollments are down, the recruitment of top students from
abroad has dramatically declined due to visa restrictions
following September 11, and the world playing field has
been flattened and made more competitive by the Internet.
U.S. knowledge, information, and technology jobs, and
other knowledge producers whose job is digitized, can now
be replaced by a Google-ready or Windows-ready worker
anywhere. Our children can only thank us for making it
easier to communicate to the unemployment agency or
finding some underemployed job via the Internet.
Skilled manufacturing jobs, once the backbone of the
U.S. economy and the reason why workers once rose to
middle class in America, has collapsed. In the last 12 years
(2000-2012), we have lost some 5 million manufacturing
jobs. Now one of the last two remaining industries that
America is still in a leadership role, that is knowledge and
technology, is on the downward slide. Its decline is
highlighted by the fact that American values crumbled in
the twenty-first century. Rather than investing in long-term
products, services or technology, and related innovations
that would benefit the nation and its people, short-term
profits and reckless gambling and risk-taking became the
norm. The outcome was the dot.com bubble of 2000,
followed by the worst financial crisis in 2008 since the
Great Depression.
Instead of venture capital coming after a product goes
through research and development, the U.S. financial
world threw money at Silicon Valley and the Golden
Triangle. The money came first, instead of product or thing
being made coming first. There was nothing being made,
only fees being charged under the guise of “financial
products” which helped create the economic meltdown,
costing some six million jobs, the shredding of pensions
and 401Ks, as well as the evaporation of trillions of dollars
of U.S. wealth.
If you believe that the economy is interconnected, and
every worker is a consumer, then all major sectors of the
economy affect the American standard of living. Upheaval
in knowledge and technology effect suppliers, producers,
and customers － one big ripple effect － which in turn
effects unemployment and housing values, then the retail
industry, which subsequently effects the price and
production of commodities and those related jobs－and so
on. Even more disturbing, we have a growing number of
unemployed, underemployed, and temporary, collegeeducated workers (totaling nearly 50 percent in 2012)
competing for fewer good-paying jobs in the U.S. When
adjusted for inflation, the real salaries of U.S. workers with
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at least a bachelor's degree has remained flat from 2000 to
2010, an unpleasant dose of reality in a society in which
education is supposed to be the key to success.
Prior to 2000 expansion in technology and
information- related jobs raised the income for those with
sufficient skills and education to handle complex jobs.
Those with minimal skills and lower levels of education
did not benefit or receive income gains related to American
productivity; the collapse of manufacturing and the union
movement was a big part of it. But the resulting
inequalities between the rich and rest of the nation was
slightly masked by an increasing number of people
receiving higher education degrees and moving up the
wage ladder with good jobs. Now that outsourcing of
high-tech and middle-class jobs are beginning to impact on
the U.S. economy, we can expect increasing inequality in
America unless the tax system is modified.
Beyond flattened salaries for people with college
degrees and having our knowledge and technological jobs
moved overseas, we are beginning to witness large
movements of skilled workers crossing national borders in
Asia and Europe, providing a hint of an increasing
interconnected world and global economy. The question
arises: Are we witnessing the beginning of a new world of
empowered and mobile workers or a “brave new world” of
virtual sweatshops－where multi-national corporations are
able to depress employee wages? The emerging workplace
is bound not to be a factory or assembly line, but don’t
expect it to be a place where the salaries of college
educated or middle-class workers will keep up with
inflation.
Hence, we are beginning to witness a growing number
of ambitious and intelligent students purposely dropping
out of college (called “hacking” higher education):
Viewing it not as a failure but as a sensible option. Inspired
by an early generation of successful college dropouts like
Michel Dell, Bill Gates and Steve Jobs, and now by Kevin
Ruse of Digg, Evan Williams of Twitter and Mark
Zuckerberg of Facebook, the thinking goes “why pay
money, or worse go into debt, if I can make money.” “I can
make millions by creating an app or producing a computer
game before someone else comes up with the idea.”
Popular culture is portraying self-made high-tech
millionaires who reject the “safe route” of a college
education akin to going out west 150 years ago to strike
gold. Given this new view, college dropouts in the tech
world are considered “free thinkers,” “risk takers,” and
“innovators.” They have not been tainted by groupthink,
conforming rules, or corporate restraints. This type of
thinking is highlighted by the likes of Michael Ellsberg’s
The Education of Millionaires: Everything You Won’t Learn
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in College: About How to Be Successful. It’s reinforced by
other academics (namely critical theorists) who question
the value (or cost) of a college degree, compounded by
mounting student debt ($1 trillion as of 2012), as well as
by a growing number of middle-class jobs being
down-sized or outsourced. The problem is, however,
without a college education the vast majority of youth
would be unable to compete for decent jobs. The
“whiz-kid” entrepreneur or innovator who drops out of
school and “hits it big,” making millions or more, is
statistically pretty close to one out of a million.
The Role of Innovation
Innovation is not invention, the latter which suggests
a new paradigm or major shift in our thinking or
production. Innovation is based on a spark or insight often
derived in an office or research lab (or in the case of Steve
Jobs in a garage), and represents a modification or
improvement of an existing service or products which (1)
creates value, (2) is brought to the market, and (3) boosts
productivity. The overall effect is the creation of new jobs
and even new industries. Innovation represents 20 percent
of the economic output of the industrialized countries,
supplying efficient products or services and economic
growth. Innovation is part of the “knowledge” society and
a nation’s human capital; it is bottomless and limitless
compared to economic capital which has a bottom line and
limitations.
To be sure, innovation and entrepreneurialship are
mainstream, embraced by all political stripes and popular
and business heroes like Steve Jobs, Richard Branson, and
Jack Welch. It wasn’t always like that. Writers for the last
sixty years have described the shift in culture in terms of
the “organization man”, “future shock”, “the greening of
America”, etc. The Organization Man, described in
William Whyte’s best-selling book of corporate America,
was a cousin or off-shoot to David Riesman’s book.
Published three years after the Lonely Crowd, both books
described the “successful” corporate model, of people
keeping their nose clean, following orders, and conforming
to company rules and group norms.
Successful business people were not risk takers,
innovators, or explorers. Knowledge workers sought a
“good” job at IBM, AT&T, or G.E., and they relied on a
combination of hard work, merit, and social skills. They
dressed the part, with gray or blue suits and matching ties,
and followed the expectations and preferences of their
bosses; they had no interest in being too smart, “thinking
out of the box” or creating a new idea or image. Innovative
personnel were considered disruptive and not part of the
team. Economists focused on traditional factors related to
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production － capital, labor, and equipment － and
supply-demand curves. New ideas and copyrighted
materials were not considered part of a company’s
financial statement or list of assets.
It took several decades for the informal atmosphere,
combined with rewarding the creative talents of workers in
Google, Facebook, and Wipro, to become an acceptable
choice for other companies around the world. The current
buzz involving innovation is based on a loose federation or
network of corporate labs, government-sponsored labs and
universities. Corporations often become the core and
implementer of new ideas from outside and inside
corporate gates. They rely on the world-wide web for
collaboration and communication, and they can integrate
others’ work around the world.
The spirit of innovation and entrepreneurship, what
the economist Joseph Schumpeter once called “creative
destruction”, has been embraced by U.S. business colleges,
corporations, and governments. Schumpeter was one of the
first theorists to recognize that the most important
competitive factor was not lower land prices or labor costs
but new ideas－what I refer to as human capital and what
corporations and business pundits call part of innovation
(and entrepreneurship). The story of the U.S. conversion
from conformity to creativity in the workplace is evidenced
by the number of endowed chairs of entrepreneurship in
the U.S. business schools, from 237 in 1999 to
approximately 600 in 2010.
For traditional knowledge workers, innovation is
considered part of the R&D spending and product
development. In today’s fast-changing society, innovation
is considered the early stage of entrepreneurship and what
may be called “innovation economics”. And, it does not
take a rocket scientist to figure out that more people around
the globe are engaged in new ventures: From the slums of
South Africa and Indonesia, to the bureaucrats in Deli and
Shanghai, to big companies like Apple and 3-M. Given
today’s global competitive spirit and quick access to
information, many corporations now feel they must
innovate faster just to stand still. In fact, every large (and
every old) corporation today－the Wal-marts, McDonalds
and GM’s of America must adopt technological and
innovative policies to compete on a national and
international level. If they fail to do so, they are forced to
downsize or reorganize, or even worse to disappear.
The U.S. still leads the world in innovation, having
spent approximately 10 percent of the world's $600 billion
R&D in 2012 followed by the European Union which
spent about 6 percent. Part of the reason for the U.S. lead
has to do with its multiple sources of financial markets and
venture- capital companies as well as the American spirit

Volume 1

Innovation, Human Capital, and Inequality

of risk-taking, the spirit of freedom, and spirit of individual
achievement. Creative and innovative people need this
open type of environment to stimulate, motivate and
sustain their fresh thinking and human endeavor. So far
America is ahead of the curve in terms of creating an
atmosphere conducive to risk, freedom and achievement.
What we have going is a culture that celebrates individual
achievement and operates within a political and social
atmosphere of freedom. Its universities are first rate and
the nation as a whole has a long history of venture spirit
capital and entrepreneurship that goes back to the Manifest
Destiny and the “winning of the west”.
European universities tend to be suspicious of private
industry, relying more on government grants than private
sector money. However, European venture-capital
companies have adopted the American model and
investment in new companies grew 23 percent between
2003 and 2006, and 15 percent between 2007 and 2010,
compared to less than one percent per year in the U.S.－
meaning we have reached a “flat” period of innovation.①
Countries such as Denmark, Finland, Germany, Sweden
and England, often criticized by American capitalists as too
socialistic, have had more venture-capital industries in
relation to the size of their economies than America.
For all its economic problems however, the U.S. still
leads the world in new start-up businesses and
entrepreneurship－producing approximately 5 million new
small businesses every year － some of them, rapidly
growing into the world’s largest corporations such as
Microsoft, Amazon, and Google. As many as 22 percent of
the nation’s Fortune 1 000 or biggest companies were
created since 1980, illustrating the nation’s continuous
gospel of innovation and prowess of human capital. In a
nutshell, given the last page of facts and figures, all these
numbers suggest that American entrepreneurship is still
very “venturesome”, but it is beginning to flatten visa vie
other industrialized nations. The reason is not necessarily
because the flow of money has declined rather because the
U.S. companies are moving offices to other parts of the
world.
Innovative businesses are also beginning to tap into
emerging markets. China and India which spent less than 1
percent of the world’s R&D in 2006 are now beginning to
become innovative out of necessity. Globalization and the
spread of the internet and technology have led to the spread
of information and creation of new business models in Asia.
Whereas originally noted as “copycats” of Western
intellectual property rights (which cost Microsoft alone an
estimated $100 million per year from 2008 to 2012, they
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are now moving into the innovative process in the (1) drug
and pharmaceutical industries, (2) motorcycle and auto
industries, and (3) electronic and communication industries
－forming multinational companies and reaching markets
in emerging countries in Latin America, Asia, and the
Middle East.
In the meantime, some of us in the U.S. are rejecting
globalization and turning inward－questioning the idea of
free international trade, talking about imposing import
tariffs, viewing China’s economic growth as a threat to our
well-being, building fire walls to protect our banking,
utility, and military systems from computer hackers, and
describing the origins of the 2008 recession in global terms
or as a conspiracy between international corporations and
international banks. ②
Although we may not fully understand all the
connecting components of globalization, or how to manage
the massive amounts of data, globalization is here to stay.
Every time you Google, tweet or text, every time you use
Facebook, Amazon or e-Bay, every time you use your
credit card, cell phone, iPad or GPS－what you are doing
is connecting and networking on a global system built by
U.S. innovation and entreprenrialship. Regardless of our
location － some rural town in Louisiana, a mountain
village in Montana, or on Fifth Avenue in New York City
－it’s a system that permits us to connect from anywhere
on the map to the rest of the world.
China and India－and the Future
While most of China’s and India’s innovators are not
well known in the West, they will eventually challenge
American human capital in the three aforementioned areas
of productions. For example, India’s Tata Motors is
producing a “people’s” car for $3,000, partially out of
necessity, and China is boasting it will start manufacturing
500,000 electric cars by 2012－also out of necessity.③ It is
also already producing clean-coal plants to cut down
pollution in its cities. In the meantime, the U.S. is still
debating whether it should drill for oil off shore. More
troubling, there are over 500 computer chip companies in
China, ready to challenge Motorola, Cisco, and AT&T.
If I had to bet on China or India, I would put my
money on India. Comparing China and India, the human
capital of India is young compared to China’s population
which is aging due to restrictions on family size and
children.
In 2010, India’s 14-year old or younger
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population was 31 percent of its total, compared to China’s
14-year old or younger population which represented 20
percent.① The outcome is that India with its 1.1 billion
people and capitalistic spirit, represents the greater
competition for America’s human capital and potential for
innovation than does China. The Chinese economy is based
on manufacturing, a twentieth century model, not scientific
or technical knowledge (India’s prototype) which is a
twenty-first century model. Actually, a few U.S.
economists are concerned about the rise and potential of
both countries－and future competition with the U.S. . ②③
Now here is where I step in quick sand and voice an
unpopular and controversial position for which my liberal
colleges and readers may label me as bigoted or
ethnocentric. I am inclined to wager my money long term
on India, not on China, because the Indian education
system is rooted in the Anglo-American perspective which
puts a premium on creativity, inquiry and independent
thought. The Chinese schools prize memorization and rote
learning, an ideal that can be traced to a series of forty
dynasties spanning more than 4 000 years, beginning with
the Hsia dynasty in 2200 BC and ending with the Manchus
in 1912 in which bright students studied diligently to pass
a series of civil service exams in order to become
scholar-officials and bureaucrats who governed China for
the emperors.
The Chinese heritage has revealed persistent efforts to
maintain unbroken traditions and cultural continuity,
relying on respect for elders and old customs, and further
promoted by the teachings of Mao up to Tiananmen Square
just twenty years ago, whereby students were required to
memorize and parrot the wisdom and thoughts of their
leader. This type of thinking still characterizes the Chinese
academic model in which conformity is crucial and
questions by students are frowned upon in school because
of fear of appearing stupid in front of classmates.
The teaching-learning process in China is not
conducive for scientific, high-tech and innovative culture. The
①

See World Fact Book (Washington D.C.: U.S. Government
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②
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an army of government bureaucrats and regulators, and a slow-moving,
class-biased judiciary system－all which currently vye to slow down
India’s economic miracle.
③
See Micheal I. Casey, The Unfair Trade (New York: Crown,
2012); Aman Sethi, A Free Man (New York: Norton, 2012).

Issue 3, 2015

knowledge society we live in does not reward facts or trivia
data that can be googled. What, when, and who questions
and answers foster memorization and characterizes
Chinese education; it is mistakenly assumes that people
who know the answer are intelligent. Why, how, and
what-if questions and answers lead to abstract thinking and
discovery; it characterizes higher education in tier 1
colleges in the U.S. and other Anglo countries, as well as
India whose schooling system is based on the British
model. Chinese education authorities, with the approval of
the central government, are just beginning to challenge
traditional educational methods and study the U.S. and
British education models, but they still have a long way to
go in order to overcome 4 000 years of isolated history
before they can laud the innovative mind.
But wizened old men realize the value for caution.
The Western mind doesn’t fully understand the Eastern
mind, and no matter how naive or immature we think the
Asian perspective or philosophy, they know us better than
we know them. Given a rapidly changing society that we
live in, the future isn’t what it used to be or expected to be.
Therefore, everything I say about the Chinese and Indian
mind and the spirit of innovation or discovery is nothing
more than speculation that can be proven wrong by the
winds of change (Chinese reform or Indian
mismanagement) － and by a series of unspoken and
unforeseen coalition of events.
Curtis Carlson, the co-author of Innovation captures
the trend and puts it in blunt terms. “India and China are a
tsunami about to overwhelm us.” Millions of jobs are at
stake and many are expected to be eliminated in the U.S.
As Asia moves to a global center for innovation and new
knowledge, most people in the U.S. are struggling to
understand what is happening to the nation's economic
luster and their own jobs. Are we on the way of the
dinosaur－big, old and clumsy? As a nation are we on the
downside of Darwin's theory of adaptability? We need to
come to the realization that the emerging nations of the
world will increasingly share economic power with the U.S.
The hand writing is already on the wall. The ordinary
person in America will have to adjust to a lower economic
position on the totem pole of mobility, opportunity and
status.
The “copycat” stereotype of Asia is vanishing. The
number of engineers annually being produced by India
(350000) and China (600000) outnumber the U.S. (70000)
by 5 to 8.5 times.④ This difference is bound to accelerate
the rate of innovation (and growth of middle-class jobs) in

④

All of these countries consistently out score American
students on international tests in science and mathematics.
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these two countries and challenge Silicon Valley. Figuring
a four to five year lag between the birth of an idea－from a
computer model or experiment to research and
development and then to production－in the next ten to
twenty years the U.S. is going to wake up and find out that
the low-paid, low-quality Asian worker has been relegated
to the heap pile of history and replaced by a freewheeling,
innovative workforce. The likes of Apple, Cisco, Hewlett
Packard, Intel, etc. are going to experience major
competition from China, India (and even Taiwan, South
Korea, Japan, Singapore, etc.).
Americans will find the new Asian innovative models
of growth and productivity possibly more threatening than
the current demise of the U.S. manufacturing model－and
the shredding of millions of more jobs to overseas
competitors, with names we cannot pronounce and a
culture and language we don’t understand and never
bothered to understand.
The only way to reverse this growing trend is to stop
the erosion of U.S. innovation by (1) improving math and
science education, (2) offering scholarships or free college
education to math and science teachers, engineers and
scientists, (3) welcoming more talented immigrants and
promoting their citizenship, (4) linking start-up companies
with venture capitalists, (5) offering tax incentives to U.S.
companies that invest in innovative products and services,
and (6) discouraging or preventing the likes of Cisco, Intel
and Microsoft from building new research facilities and
offices in Asia or Eastern Europe. Dean Kamen, a college
dropout, author and inventor who holds some 450 U.S. and
foreign patents for innovation devices puts it this way. “We
can print more money, but we cannot print more
knowledge.” That takes a generation to produce, some 12 to
16 years of schooling. More bailouts might help the
economy in the short run, but only more people like Bill
Gates and Steve Jobs can move us into prosperity over the
long run.
In the U.S., the pressing need is to focus on talented
students and math and science education and other
innovative capacities (recommendations 3 to 6) in order to
secure America’s future prosperity and security. Here we
are not talking about a new paradigm or transformative
shift in society. What we need to do is to invest in
incremental charges, more efficient-technology, and new
industries－steady progress and development of ideas and
human capital. In the final analysis, a nation is only as
good as its next innovation. Transformative changes come
in cycles and over several generations and cannot be easily
predicted or counted on, unless you believe in a constant
flow of “Sputniks”. The last major paradigm shift had
something to do with computers and the Internet. Unless
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someone has a crystal ball or a direct link to the Oracle, no
one really has a clear idea when the next major shift or
invention will take place.
As for developing countries, the situation for women
is dim and there is need to broaden their basic rights,
including access to education. However, the list of
problems include basic security issues－sex trafficking,
child marriage, domestic abuse, gang rape as a military
tactic, malnourishment, lack of medical care and maternal
mortality. The key to fighting history is to stop ignoring the
custom of devaluing women and to promote the education
of women. If the third world is to prosper, the status of
women must be improved for they represent 50 percent of
a nation’s human resources. Education can chip away at
cultural practices in many parts of the world, and the
outcomes are tied to economic growth in a knowledge and
digital society.
Growing Inequality in America
As a capitalist society, the laws of economic
individualism, competition, and achievement overshadow
an economy based on safety nets and social programs,
protection for workers or in which the free market is to be
subordinated to the group. Although the natural law of
competition is sometimes hard on the individual, the
old-fashion capitalist might say: “If the strongest and
swiftest win the race, and the rest falter and barely make
ends meet, we may be consoled by recalling the sage
advice of Shakespeare: ‘The fault, dear Brutus, is not in
our stars, But in ourselves, that we are the underlings.’ ”
The justification of U.S. inequality has been
delineated since the birth of the nation. Going back to
Alexander Hamilton, the first U.S. Treasurer, he felt the
masses rise to the level that nature had intended and
possess all the turbulent passions of an animal. The
manufacturing and banking class were guardians of the
public good, elevating society by providing people with
opportunities to work in factories. The government had to
support these economic elites and protect them from the
influence of the labor class and “Jacobins” in the populous
American towns.
More than two hundred years later Milton Friedman,
another conservative pundit, argued that small government
was the best government, since the big government
jeopardizes individual liberties, especially property rights.
Competition is the engine that drives the economy and
inequality is the natural outcome when society allows
individuals to compete and find their proper level and learn
how to do that for which they are fitted by nature and
nurture, as well as choice.
As capitalist doctrine has evolved, people are by nature
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unequal. Those who take risks, prove their ability and take
responsibility, compete and excel, overcome obstacles and
get ahead－are thus entitled to the rewards that may come
from their efforts. Two classes of workers emerge within the
capitalist system: Performers who entertain the public and
generate profits or revenues for a business or corporation and
salaried employees such as professionals (teachers,
engineers, and accountants) and laborers (plumbers, hotel
workers, and janitors) who are considered a cost factor or
expense item in determining annual budgets. The goal of an
organization is to keep costs down and maximize profits. For
those who increase costs, the idea is to trim their salaries by
considering supply-demand trends and eliminating jobs.
Those who can bolster revenues or the profit column are
paid handsomely for their efforts.
According to Forbes, in 2012, entertainers such as
Taylor Swift earned $57 million, Roger Waters of Pink Floyd
made $88 million and Hip Hop producer Dr. Dre made $110
million. Ball players such as Roger Fedorer (tennis), Tiger
Woods (golf) and Lebron James (basketball) each earned more
than $50 million, while Floyd Mayweather (boxing), currently
incarcerated, earned $85 million. Tom Cruise and Sylvester
Stallone each earn $15 to $25 million per movie. All of
these people are brand names who perform for the public
and realize profits for corporations.
In 2012 the average worker, a cost factor, earned
approximately $36000, while the average teacher earned
$55000 and the average engineer was compensated with
$80500. Now compare these salaries with CEO’s from the
200 largest companies who for the same year averaged
$11.7 million, and those from the top 50 companies who
averaged $20 million. On the top of the list, according to
Forbes, was Stephen Hemsley (United Health) at $102
million, Ed Mueller (Quest) at $66 million and Robert Iger
(Disney) at $53 million. Ironically, the runaway salaries of
top executives have little to do with performance, since
many of the companies that paid the highest salaries often
lost money that year.
The problem of the often overpaid, incompetent
executive is especially upsetting when the rewards are
subsidized by the U.S. taxpayer, including the single mother
or typical laborer who works multiple jobs to make ends
meet. It doesn't only occur when the feds bailout Wall Street.
If executives, entertainers, and athletes are making millions
of dollars, it has to come from someone’s pocket; this is
reflected in inflated prices for rock concerts and baseball
tickets and depressed salaries for the average worker in the
organization which pays high executives salaries, since there
is a limit or percent of the firm's net revenue that goes to
compensation and benefits for all employees. If we start
adding up the ramifications of all these overpaid executives,
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there is more than a whisper of public frustration, not yet a
shout, to put a lid on executive compensation and to improve
the links between pay and performance.
What these kind of disparities create is a new group of
“haves” and “have nots” within the nation, based on a
flawed capitalist model that rewards those who make
money for an organization and penalizes those who cost
money for an organization. There is no sound reason to
promote or defend this system of rewards other than some
illogical reasoning based on greed and stupidity or some
quaint notion that capitalists (now including brand name
performers) receive their fair proportion from corporate
profits while wage earners can enjoy a day at the beach on
Sunday for free or a fishing vacation in some remote part
of the country on the earnings of a week.
It’s the Roman Empire again － with highly paid
gladiators who entertain the audience－coupled with the
“robber barron” era again with all restraints vanished. The
key question is whether Roger Waters is worth 1600 times
more than what a teacher earns or whether Lebron James is
worth 625 times more than what an engineer earns, or
whether the average large company CEO is worth 325 to
555 times (based on $11.7 or $20 million average salary)
more than the average worker, (based on $36,000 average
salary). Your answer probably depends on whether you
believe in the free market system or some form of
government regulation. It also reflects your views on
human capital and the value you place on labor vs. talent.
Let me state it in slightly different terms. Should
Master Card's Robert Selander have received 287341
shares of stock for free on the day the company went
public, worth $13 million two weeks later, while each of
the company’s $4400 employees received 100 shares,
worth $4700 for each employee. Is one person’s value to a
company worth 2766 times more than the average worker
in the same company? ① These monetary conditions lead
to immense disparities and are symptomatic of the problem
inherent in this capitalist system and the subsequent
problem of inequality facing the nation.
Allow me to frame the economic issues in moral tones.
Consider that the average salary for the top 25 hedge fund
managers was $1 billion in 2009, sometimes only with
single digit returns. The total, $25 billion, was equal to
what 500,000 of the nation’s 2.8 million teachers earned
the same year. Here is a pop quiz! Should 25 people who
move money around with a mouse and produce nothing,
and at worse played some role in the economic meltdown

①

At the beginning of 2013, Master Card stock was selling for
more than $480/share. Selander left Master Card in 2010. Assuming he
did not sell any of his stock, Selander’s net worth would have
appreciated to more than $480 x 287, 341 or some $13.8 billion.
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of 2008 (which cost tens of millions of Americans to lose
their jobs and/or homes), earn the same amount as a half
million teachers who perform an essential service for the
nation. Is one person worth 50,000 times more than
another person?
We need to wrestle with these issues － and not
pooh-pooh them away as part of the capitalist system. It is
our teachers, scientists and engineers, and other knowledge
and high-tech workers that will save this country, not the
hip hoppers or rappers, not our athletes or entertainers, not
our hedge-fund managers. In a fair society or good society,
if inequality of income persists, it should be based on how
much value a person’s work is for the common good. The
question then arises whether a teacher’s or engineer’s
service is more valuable than someone who can sing songs
or hit a golf ball 500 feet.
What we need to do is find ways to reduce existing
inequality. There is a lot we can do that is easy to
implement regarding education, social security and health
care. Canada, Australia, and many western European
nations spend up to twice as much as we do on social
programs and safety nets. Why should entertainers, sports
figures or CEOs in the U.S. earn $50 to 100 million? Why
should hedge fund managers earn a billion dollars or more?
Why do the American people allow it? To be sure, there
comes a point where financial rewards become irrational,
based solely on profit motives as opposed to value for the
common good.
Despite the titans of industry, the wizards on Wall
Street and the disciples of Ann Rand who believe that
“greed is good”, in civilized society the test of restraint,
balance and fairness are needed to protect all the “slow”
and “average” runners of society. Here we are talking about
welfare receipts, sick people, disabled people, unemployed
people, retired people, elderly people, mentally challenged
people, and the working poor－what was once called the
“silent majority” and now the “moochers.” We fail to
consider reality: All the human tragedies taking shape and
tightening its grip on American society.
We are talking about millions of individuals and
families in America living on the threshold (±) of poverty
－ lost jobs, lost homes and lost dreams. Michael
Harrington described them as The Other America. Charles
Dickens in Hard Times used darker tones to describe this
low-paid, industrialized work force. Indeed, today, we have
the largest percent of low-paid workers within the
industrialized world, about 25 percent, according to the
International Labor Organization. In this connection, the
rate of unionization continues to fall, from a high of 35
percent prior to 1980, when President Reagan crippled the
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air controllers union, to fewer than 7 percent in 2012.①
Proponents of the system rely on free-market and
trickle down theories to defend this dark side of the
American system while rewarding “job creators,”
“innovators,” and “risk-takers.” Myself and other critics
would interpret it as a rigged system extending thousands
of years into history － a divide between 1 percent
(originally called the monarchy and nobility class, now
called the rich and super rich) and 99 percent (originally
called serfs, peasants, and indentured servants, now called
the working and middle class).
Conclusion
Every nation that professes to be humane, democratic,
and/or just needs to implement a floor and ceiling
regarding income and wealth. Where that floor and ceiling
should be is beyond the scope of this article, but it should
be worked out by members of society through political
compromise. Failure to work out a balanced and fair floor
and ceiling can lead to the decline of the U.S.: first by
choking the working and middle class－the populace or
base that a democracy needs in order to function－second
by reducing opportunity for most citizens because the
income/wealth gaps are too wide to permit a level playing
field and third by increasing the costs of goods and
services which will make us less competitive with
emerging nations such as China and India.
These two countries are annually growing 7 to 10
percent while we are growing by 1.5 to 2 percent and are
incrementally going to have a more competitive advantage
because they stimulate their collective talent towards new
ideas, new industries, and new markets; moreover, they have
several technical universities that rival MIT and Stanford.
The next big ideas are bound to come from young talent in
Asia, from people with hard-to-pronounce names.
Already, as you read this article, U.S. investors are
recruiting Chinese and Indian students and financing their
ideas. There is tons of money chasing these start-up ideas,
and it’s bound to happen that young stem workers from
China and India are going to start big companies like
Google, Facebook, and LinkedIn. I’m not willing to say
that our best days are over. But we have to get used to the
notion that many innovative ideas in the 21st century will
be coming from Eastern-rim nations.

①

Eduardo Porter, “Unionizing the Bottom of the Pay Scale,”
New York Times, December 5, 2012, pp. B1, B4

